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information by a company), the audi-
tor is to notify the MMS. If the limita-
tion is not removed, a description of
the matter must be included in the
auditor’s report. MMS will take all le-
gally enforceable steps necessary to
seek information necessary to com-
plete the audit.

(vi) If certain information is prohib-
ited from general disclosure, the audi-
tor’s report should state the nature of
the information omitted and the re-
quirement that makes the omission
necessary.

(vii) Written audit reports are to be
prepared in the format prescribed by
the MMS.

(viii) In instances where the extent of
the audit findings or the amounts in-
volved do not warrant it, a formal
audit report need not be issued. In lieu
of an audit report, a memorandum of
audit findings will be prepared and
placed on the case file.

[49 FR 40026, Oct. 12, 1984, as amended at 58
FR 64903, Dec. 10, 1993]

§ 229.124 Documentation standards.
Every audit performed by a State

under a delegation of authority must
meet certain documentation standards.
In particular, detailed workpapers
must be developed and maintained.

(a) Workpapers are defined to include
all records obtained or created in per-
forming an audit.

(b) Each audit performed varies in
scope and detail. As a result, the audit
team must determine the best presen-
tation of the workpapers for a par-
ticular audit. The following general
standards of workpaper preparation are
consistent with the goal of achieving
proper documentation while maintain-
ing sufficient flexibility.

(1) All relevant information obtained
orally must be promptly recorded in
writing and incorporated in the
workpapers.

(2) Workpapers must be complete and
accurate in order to provide support for
findings and conclusions.

(3) Workpapers should be clear and
understandable without the need for
supplementary oral explanations. The
information they contain must be
clear, complete, and concise, so that
anyone using the workpapers will be
able to readily determine their pur-

pose, the nature and scope of the work
done, and the conclusions drawn.

(4) Workpapers must be legible and as
neat as practicable. They must meet
standards which allow their use as evi-
dence in judicial and administrative
proceedings.

(5) The information contained in
workpapers should be restricted to
matters which are materially impor-
tant and relevant to the objectives es-
tablished for the assignment.

(6) Workpapers must be in sufficient
detail to permit a subsequent inde-
pendent execution of each audit proce-
dure, assuming the target company re-
tains its accounting documentation.

§ 229.125 Preparation and issuance of
enforcement documents.

(a) Determinations of additional roy-
alties due resulting from audit activi-
ties conducted under a delegation of
authority must be formally commu-
nicated by the State, to the companies
or other payors by an issue letter prior
to any enforcement action. The issue
letter will serve to ensure that all
audit findings are accurate and com-
plete by obtaining advance comments
from officials of the companies or
payors audited. Issue letters must be
prepared in a format specified by the
MMS, and transmitted to the company
or payor. The company or payor shall
be given 30 days from receipt of the let-
ter to respond to the State on the find-
ings contained in the letter.

(b) After evaluating the company or
payor’s response to the issue letter, the
State shall draft a demand letter which
will be submitted with supporting
workpaper files to the MMS for appro-
priate enforcement action. Any
sustantive revisions to the demand let-
ter will be discussed with the State
prior to issuance of the letter. Copies
of all enforcement action documents
shall be provided to the State by MMS
upon their issuance to the company or
payor.

§ 229.126 Appeals.
(a) Appeals made pursuant to the

rules and procedures at 30 CFR parts
243 and 290 related to demand letters
issued by officers of the MMS for addi-
tional royalties identified under a dele-
gation of authority shall be filed with
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